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What started as 
a quiet year for 
Internet policy 

in Washington is suddenly 
getting interesting.

What was supposed to 
happen was little or nothing.  
No major tussles over poli-
cies that might upset anyone 
in an election year.  No 
catfights that would force 
legislators to take a stance, 
and potentially lose contri-
butions from companies on 
the other side of the issue.  
Even the White House got 
into the act, allowing the 
president to deliver the State 
of the Union address with-
out ever once mentioning 
broadband or the Internet.

Once we got into Febru-
ary though, things changed.  
The FCC took the first steps 
toward freeing VoIP from 
unnecessary regulation.  
Democratic candidates for 
the presidency started push-
ing the privacy issue again.  
And the Internet tax mora-
torium, thought to be safely a dead 
issue after the Senate debacle last fall, 
came roaring back to life.  In short, 

2004 is suddenly shaping up to be a 
banner year for Internet policy.

Though the FCC’s ruling on Voice 
over IP was very narrow, it gives a 

strong indication of what may follow 
in the remainder of the year.  The 
commissioners voted 3-2 on a peti-

tion from Pulver.Com to exempt free 
over-the-Internet telephony from 
regulation if no part of the telephone 
call travels over conventional telecom-

munications networks.  
What this means is that 
a small minority of free 
services,  including Free-
WorldDialup, Skype and 
instant messaging ser-
vices, can sidestep federal 
and state regulation.

Left hanging for the 
moment are questions 
about VoIP services that 
do Interact with the 
traditional telephone 
networks, such as Von-
age.  Not only must the 
FCC derive a regulatory 
regimen for these com-
panies, it must also tackle 
the question of whether 
and how such services 
will enable law enforce-
ment officers to tap into 
telephone conversations.  
This wiretapping issue is 
a thorny one, since most 
VoIP traffic doesn’t travel 
through a single switch 
the way analog phone 
calls do.

Watch closely as the 
FCC announces a series of decisions 
through the year on VoIP regula-
tion—or lack thereof.

The privacy issue was expected, but 
not until next year.  With a new fed-
eral anti-spam law on the books, com-
panies of every kind are scrambling to 
“prove” an existing relationship with 
consumers.  Mostly, they are doing 
this by demanding tons of personal 
information from anyone who makes 
a purchase or even visits a website.

This is no different from what hap-
pened in 1998, when the threat of a 
spam law triggered two years of angst 
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that resulted in a requirement for com-
panies to post privacy statements.  But 
the privacy explosion this time around 
was not expected to occur until next 
year—after the election.  While most 
of the candidates who were pushing 
the privacy issue have now dropped 
out of the race, it could still spin up as 
a real issue before next year.

And in coming weeks, look for the 
Senate to finally pass an extension to 
the moratorium on taxation of Inter-
net access.  At question is whether it 
will pass a two-year moratorium that 
secretly heaps billions of dollars in new 
taxes on Internet access and services, 
or whether it will permanently ban 
multiple and discriminatory taxes on 
the Internet.

A cabal of ten Senators—mostly 
former governors, mayors and tax col-
lectors—want to preserve the rights of 
cities, counties and states to tax most 
of the infrastructure of the Internet 
and most forms of Internet services.  
But that gives them a problem in their 
own home states, where voters are not 
fond of ever growing tax burdens.  

So they are pushing a new Senate 
bill, S.2084, that would extend the 
moratorium for two years and ban di-
rect taxes on consumer bills for servic-
es that connect to an ISP, and calling 
it a ban on taxes.  What the measure 
would really do is permit unlimited 
taxation of connections from the ISP 
to the Internet backbone, and on the 
backbone itself.  It would permit the 
20 or so states that are currently taxing 
DSL services, illegally, to continue to 
do so.  And it would open the door to 
new taxes on cable services that begin 
offering Internet services such as Voice 
over IP.  But these would be “stealth” 
taxes levied on ISPs but not showing 
up on the monthly bills to consumers.

This tax ban hoax isn’t likely to go 
far, because most of the Senate sup-
ports another bill, the Internet Tax 
Nondiscrimination Act, which passed 
the House last year and is ready to be 
taken up by the Senate.  But the fact 
that it is coming up at all is a problem 
for the Senate, which doesn’t want to 
be seen as tax-happy in a major elec-

tion year but also doesn’t want to lose 
the support of governors and mayors 
back home.

As if this all were not enough, lurk-
ing in the bowels of the FCC are open 
rule processes that would dismantle the 
faux competition created by the Tele-
communications Act of 1996.  If any 
of these percolate to the surface during 

this year, which is likely, the fur is going 
to fly in the nation’s capitol.  
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